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Message Text 

UNCLASSIFIED 

PAGE 01 SEOUL 05998 110755Z 
ACTION EA- 12 

INFO OCT-01 EUR- 1 2 10-14 ISO-OO AID-05 CIAE-00 COME-OO 
EB-08 FRB-01 INR-10 NSAE-00 ICA-20 TRSE-00 XMB-04 
OPIC-06 SP-02 LAB-04 SIL-01 OMB-01 NSC-05 SS-15 
STR-07 CEA-01 AGRE-00 /129W 

083434 120250Z/23 

R 110710Z JUL78 
FM AMEMBASSY SEOUL 
TO SECSTATE WASHDC 2194 
INFO AMEMBASSY BANGKOK 
AMEMBASSY JAKARTA 
AMEMBASSY KUALA LUMPUR 
AMEMBASSY MANILA 
AMEMBASSY PARIS 
AMEMBASSY RANGOON 
AMEMBASSY SINGAPORE 
AMEMBASSY TAIPEI 
AMEMBASSY TOKYO 
USMISSION GENEVA 

UNCLAS SEOUL 5998 

E.O. 11652: N/A 

TAGS: EFIN, BENC, EAID, ETRD, JA, KS 

SUB J : UNTYING OF JAPANESE AID TO KOREA 

REF: (A) SEOUL 4970, (B) STATE 131106, (C)TOKYO 1 1632 
(NOTAL) 

1 . ECONOMIC PLANNING BOARD (EPB) OFFICIALS EXPECT THAT 
EXCHANGE OF NOTES ON THE $93 MILLION 1977 JAPANESE LOAN PROGRAM 
TO ROK WILL TAKE PLACE IN AUGUST, 1978. THEY NOTE THAT, ALTHOUGH 
HIGH LEVEL GOJ REPRESENTATIVES AGREED LAST YEAR TO UNTYING, 

MITI WORKING LEVELS HAVE ASSURED THAT NO REPEAT NO 

ACTUAL CASES OF UNTYING OCCURRED IN CONNECTION WITH UNEXPENDED 
FUNDS FROM PREVIOUS LOANS. HOWEVER, NOTES TO BE EXCHANGED WILL 
UNCLASSIFIED 

UNCLASSIFIED 

PAGE 02 SEOUL 05998 110755Z 

CONTAIN AN UNTYING PROVISION AND ROKG ANTICIPATES NO 
REPEAT NO PROBLEMS IN ADMINISTERING LOANS. 

2. AS REPORTED REFTEL (A), LOANS ARE FOR AGRICULTURAL 
DEVELOPMENT ($63 MILLION) AND MEDICAL EQUIPMENT ($30 
MILLION). U.S. VENDORS IN THOSE FIELDS SHOULD NOW BE ENCOURAGED 
TO HAVE THEIR AGENTS KNOCK ON DOORS OF POTENTIAL END-USERS. 
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AGRICULTURAL LOANS USUALLY INCLUDE A LIST OF DESIGNATED 
PRODUCTS FOR WHICH FUNDS MAY BE USED. MEDICAL EQUIPMENT 
IS EARMARKED FOR EXPANDING PUBLIC HOSPITAL SERVICES ESPECIALLY 
THOSE SERVING INDUSTRIAL ZONES. 

3. IN A RELATED ISSUE, AMEMBASSY TOKYO REPORTED (REFTEL C) 
PROBABLE DEMISE OF JAPAN EXIMBANK PLAN TO IMPORT U.S. AIRCRAFT 
FOR LEASE TO KOREAN AIRLINES. WE UNDERSTAND THAT KAL ARRANGED 
FOR PURCHASE OF TH TWO 747'S IN QUESTION DIRECTLY FROM U.S. 

WITH FINANCING BY THE FIRST SECURITY BANK OF UTAH. 

4. COMMENT: U.S. FIRMS ARE REGULARLY EXPORTING TO ROK THE 
GOODS TO BE UNITED, THEREFORE, THE TWO PROPOSED LOANS APPEAR 
TO BE MORE APPROPRIATE FOR TRADE OPPORTUNITY RATHER THAN 
MAJOR PROJECT HANDLING. 

STERN 
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